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Stability is the word that best describes the be- 
REAL ESTATE ACTIVITY havior of real estate activity through the first 8 

months of 1955. Fortunately, this stability has 
occurred at a level comfortably above normal. Since December of last year our 
national activity index has varied within the narrow band of 15.7 and 19.7 points 
above normal. As we have mentioned before, this year’s real estate activity has 
been well above that of the same period last year. This remained true in August, 
also, with August 1955 showing 16.5 points above normal compared with only 8.4 
points above normal in August 1954. The outlook for the rest of this year is for 
more of about the same. 
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Any changes that occur in the rate INSURED BY 
of real estate activity will probably 
be small, and the chancesfavora 
slight decline rather thana rise. We 
say this primarily because of the gen- 
eral tightening of mortgage money. 
Real estate activity depends to a large 
extent upon a steady source of financ- 
ing. With all signs pointing toward 
further tightening of mortgage money, 
the chances are that real estate ac- 
tivity will decline somewhat toward 
the end of the year. However, we do 
not anticipate a serious drop, and ex- 
pect 1955 to go down into the books 
as one of the best years on record. 
Smart, hard selling can offset part of 
the effects of tighter financing and re- 
sult in a very good last quarter for 
most brokerage offices in the face of 
a market that should be down a lit- 
tle. 























ge ite During most of this year our mortgage activity 
REAL ESTATE indexhas also been stable. To besure,it 
MORTGAGE ACTIVITY dropped about 15 points in the first quarter, but 

that drop was from the highest level it has en- 
joyed in the last 8 years. Since the drop, it has leveled off at between 165 and 
170 points. 

There have been a number of moves recently that will tend to cut down mort- 
gage activity. The slight tightening of FHA-VA requirements was one. Although 
its effect was concentrated on the marginal borrowers, it did cause some drop 
in activity. Then there has been the increase in the rediscount rate charged by 
the Federal Reserve Banks. This does not directly affect home loans, but it 
does help shove interest rates up a trifle. The latest and perhaps the most power- 
ful drag on mortgage lending is the Home Loan Banks’ restrictions on credit to 
their members. 


Some tightening of mortgage credit was certainly called for to slow down the 
tremendous increase in new private debt. We believe that next year, being an 
election year, Congress will again insist on some loosening of all types of 
credit. 


You can see that our sales price indicator has also been remarkably stable 
during the past several months. We expect this to continue. The reason - defla- 
tionary pressure of tighter financing about offset by inflationary pressure of ris- 
ing construction costs. 
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VACANCY PERCENTAGES IN FHA RENTAL HOUSING PROJECTS 
AS OF MARCH 31 


1953} 1954/ 1955 1953} 1954 


Alabama 1.9%] 3.4%] 6.0%| Nevada 0.0%| 0. 6% 
Arizona 2.3 | 4.3 om New Hampshire 6.3 | 1.3 
Arkansas 11.2 (21.7 5 New Jersey 1.8 18.9 
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Through the first 8 months of this year, home 
building is running 16% ahead of the same pe- 
riod in 1954. This August, with 123,000 non- 
farm residential starts, brought the total so far 
this year to 927, 900 compared with 799, 800 in the first 8 months of 1954. Inci- 
dentally, this was the second-best August total on record, and it looks as if 1955 
will be the second-best year, with a total of about 1, 300,000 nonfarm starts. 


RESIDENTIAL 
CONSTRUCTION 


Each year from 1950 through 1954 has seen a smaller percentage of rental 
units started. In 1949, the percentage of two-family and private multifamily 
starts amounted to 20% of total private nonfarm housing starts. By 1954, this 
percentage had shrunk to 10%, and indications are that in 1955 the percentage will 
be about the same. The chart on page 417 shows the breakdown of private hous- 
ing starts from 1925 through 1954. Notice that during the late 1920’s the per- 
centage of rental units started was quite high. In 1928, rental units started 
amounted to 48% of all nonfarm starts. This was before the Government injected 
itself into the housing industry. There was no FHA, and rent control was known 
only as an unsuccessful socialistic experiment some 3,000 miles away. 


In 1937, with only meager help from the FHA, rental units reached 20% of 
all private nonfarm starts. This relatively low percentage of a depression year 
has been equaled only once in the postwar period. That was in 1949. Each year 
since then the percentage of rental starts has dwindled. 


In order to show you how heavily the industry leans on FHA insurance, we 
have drawn the chart on page 411. This chart shows the percentage of multifamily 
units that have been insured through the FHA from 1935 through 1954. Notice 
that in the early years the percentage was very low. This was only natural be- 
cause it took a while for builders and developers to become familiar enough with 
the FHA to use its facilities. Following the war the percentage of multifamily 
units financed through FHA began to rise and reached the near ultimate of 99. 5% 
in 1950. This, of course, was at the height of the 608 program. Since then there 
has been a drop, and quite naturally with the passing of 608, this drop has been 
severe during the last 2 years. The percentage of rental units financed through 
FHA will remain low until the present legislation is drastically revised. The 
chances for profit have been wiped out. Furthermore, there is no assurance that 
what profits can be eked out bythe low-cost, efficient builder will not be 
snatched away by the Government a year or two hence. So why bother? 


Some day the true story of the so-called scandals of 608 may come out, but 
so far the published facts do not make sense. 


The program did exactly what it was designed to do. It got a lot of rental 
units built when the need for them was drastic. It accomplished this in the only 
possible way, which was to let the people building them make some money out 
of it - in some instances a great deal of money. For the FHA to pretend it did 
not know what was going on then is absurd. For Congress to claim it did not 
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realize the implications of the law it had written is either hypocritical or an 
admission of incompetency. The real *608 story” would make interesting read- 
ing. Some day someone may write it. 


Significant figures on residential vacancy are 
RESIDENTIAL VACANCY hard to get. Like foreclosures, they are in 

most cases so low that nobody except the land- 
lord is particularly interested. Probably the most reliable and significant vacancy 
figures are those published by the FHA on the percentage vacancy in its rental 
housing projects. These figures, as of March 31, have been published annually 
for the last 3 years. They are shown in the table on page 413. 


Unfortunately, even these figures fall short of showing as much as they might. 
For the first 2 years they were published as State totals only. In 1955, the fig- 
ures pertain to vacancy by regions. For example, the St. Louis figure for 1955 
means that the FHA rental units in the St. Louis region had a vacancy of 5.2%. 
This region covers a good part of eastern Missouri, but most of the units are in 
St. Louis and St. Louis County. However, there is no figure for St. Louis or St. 
Louis County as such. The same shortcoming applies to the other regional fig - 
ures as well. If you are familiar with the location of the FHA rental units in your 
region, you will be able to judge the significance of these vacancies as they per- 
tain to your region. As the figures now stand, their most significant message is 
that the nationwide vacancy rate in FHA rental units has risen from 2. 8% in 1953 
to 4. 4% in 1955. 
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STANDARD BRICK RANCH HOUSE 
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